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ABSTRACT

TRANSFORMATIONAL LBADERSHIP AFID PROFITABILITY IN A RETAIL
SETTING
BARBARA KOZIOL
2013
Thesis

_X_

Leadership Application Proj ect

Non-Thesis (ML 597) Proj ect
Creative Kidstuff, a privately owned company with five retail locations in the

Minneapolis/St. Paul area and a sixth location in West Des Moines, Iowa, experienced rapid
growth in its first 15 years of business, Sales started to decline due to vendor mergers,
consolidations, and bankruptcies along with increased competition from other toy retailers and
the advent of on-line shopping. Transformational leadership has been shown to be effective in

organizations undergoing change. My hypothesis was that there are significant leadership
differences between stores which are highly profitable and those that are not. The Creative

Kidstuff Employee Survey was designed with questions correlating to Bass' four dimensions of
transformational leadership. A factor analysis of the data identified five dimensions

- I, Team,

Creative Kidstuff (CKS), Motive, and Manager. More profitable stores scored higher on three
dimensions (Manager, CKS, and Team). The results support the value of transformational
leadership in times of change.
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TRANSFORMATIONAL LBADERSHIP AND PROFITABILITY IN A RETAIL
SETTING

Introduction
Creative Kidstuff is a privately owned specialty toy retailer with five retail locations in
the Minneapolis/St. Paul area and one location in West Des Moines, Iowa. The company prides

itself on extraordinary customer service and a sales staffknown for their product knowledge.
Creative Kidstuff opened its first store in 1982 in the Linden

Hills area of Minneapolis

and experienced rapid growth during its first fifteen years of business.

By

1998 there were five

additional stores located on Grand Avenue in St. Paul, Ridge Square in Minnetonka, Valley
Creek Mall in Woodbrry, the Minnesota Children's Museum in downtown St. Paul, and the

Galleria in Edina. The company had also launched a national catalog business. In the mid to late
1990s sales were starting to decline and, by 2002" the company instituted wage and hinng
freezes and reduced its middle management staff with a company-wide reorgani zation. Creative

Kidstuffls strategy became one of survival rather than growth and an emphasis on ways to cut
costs while retaining customer service became a

priority. By December 2005, Creative Kidstuff

was ending its second consecutive year of increased sales. As the company's strategy turned

from survival back to growth, upper management wondered what incentives and motivations
were necessary to increase sales at existing locations while exploring the possibility of new store
locations.
There are tangible, concrete efforts that Creative Kidstuff had already employed to
increase

profitability. Managers were given more responsibility for looking at ways to run their

stores as lean as possible. Buyers renegotiated terms on purchases.

1
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for gift wrapping was implemented. Beyond these tangible ways to control costs is the area of
intangible assets or human capital that has yet to be explored.
This Leadership Application Project (LAP) asks the question of whether a specific
leadership style, transformational leadership, could affect profitability in a retail setting. The
hypothesis is that manager/manager teams rating higher as transformational leaders

will

have

stores showing greater profitability than those stores with manager/manager teams that rate

lower.
The following pages include a history of Creative Kidstuff, an overview

of

transformational leadership, u discussion of literature on the subject, the methodology used, and
the results and conclusions of this project.

History of Creative Kidstuff
Cynthia Gerdes was working on an MBA degree in the late 1970s when she wondered

if

the idea she was formulating on paper would work in the real world. She never finished her

MBA but

she founded Creative

Kidstuffin 1982. Her f,rrst store inthe Linden Hills

area

of

Minneapolis did well and two years later she opened a second location in St. Paul, first in the
Highland area and eventually on Grand Avenue- The next eleven years saw the opening of three
more stores: Minnetonka in 1986, Woodbury in 1994 and at the Minnesota Children's Museum

in downtown St. Paul in 1995. The company's blend and vision of quality educational toys and
knowledgeable salespeople housed in colorful, whimsical surroundings were unique in the Twin

Cities retail market. The company's sales increased every year, employees received annual
raises, and a generous bonus plan was implemented for employees who had been with the

company for at least one year. Plans were under way to launch a national catalog and the
company was looking at options for filling those future orders.

2

Trans formati onal Lead ership and Profi tabi

Ii

ty

However, by the mid to late 1990s, sales were declining. Other specialty toy retailers like

FAO SchwartzartdZwry Brainy were expanding into the Twin Cities market. In 1997, eToys
Inc. launched the first on-line toy store that offered more than 100,000 products from massmarket to specialty toys. Creative Kidstuff suddenly was no longer the only specialty toy store

in town. Creative Kidstuff s sales were still on the rise however, helped in part by the company
opening more retail locations and partnering with a national catalog partner.

In the fall of 1998, Ms. Gerdes hired Roberta Bonoffand Kris Ruedy as CEO and CFO

respectively. Ms. Gerdes wanted to focus more time on the catalog and advertising areas of the
company and Ms. Bonoff and Ms. Ruedy were hired to look at ways to take the company public.

It became apparent fairly quickly that the company's

sales were up

only because another store

location was being added at the Galleria shopping center in Edina along with the immense
popularity of a new toy craze, Beanie Babies , that were helping to drive up sales numbers. The
realization was quickly made that the company had to make some tough decisions to remain

open. In the next three and a half years, Creative Kidstuff instituted wage and hiring freezes,
dropped the employee bonus program and was looking for ways to divest itself of the catalog
part of its operation.
Other mass market retailers like Toys R Us, Wal-Mart, ffid Target soon joined eToys and

Amazon in offering toys on line, 24 hours a day, seven days a week. Small specialty toy stores
were closing across the country, speci alty toy vendors were losing orders and merging or being
acquired by larger mass market vendors. Mass market retailers began to operate as a one-stop
shopping destination. Everything one needed from clothes to groceries to toys to gas was
available under one roof. eToys closed their online site in March 2001

ba*ruptcy in 2001

.

Zany Brainy went into

and was bought by Right Start. By December 2003 all of their store

J
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locations were closed. FAO Schwartz, which had grown to forty stores nationally, was also
bought by the Right Start Company in 2001. Right Start closed all but 22 stores and eventually

filed forbankruptcy in2002. Currently there are three FAO Schwartz stores nationally inNew
York City, Las Vegas, and Chicago, with plans for toy departments opening in selected Macy's
stores.

In January 2003, Creative Kidstuffs store managers and assistant managers gathered
along with the company's buying and administrative staffs for a scheduled first quarter staff

meeting. These employees were asked to meet at the Galleria store location one half hour early.
When everyone had arrived, Ms. Bonoff announced a drastic company reorgani zation. Staff was

informed that a buyer and four administrative positions had been eliminated. One assistant store
manager's position was eliminated while another assistant store manager's position was cut from

full-time to half-time. The remaining staff members were asked to leave the store and take the
next fifteen minutes to think about whether they were ready to recommit to the company. The
staff meeting would start at the regularly scheduled time and place. Staff members who attended
would be expected to help find ways to make Creative Kidstuff profitable. Those not present

would be given references and help in securing other employment.
When the meeting commenced, no staff members had chosen to leave. Ms. Bonoff
started the meeting reminding the remaining staff about what made Creative

Kidstuff special

-

unique products and a knowledgeable sales staff. But in order to stay in business she stated that
we needed to focus on profitability and so a new mission statement was arulounced: Creative

Kidstuffls mission is to sell toys at a profit. Store managers were asked to look at everything
from payroll to ordering supplies to find ways to run their stores as lean as possible. No area was
considered sacred or off

limits. The company started charging $1.00 per gift for their wrapping
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and quickly found that this change more than paid for the supplies used.

A hiring freeze was put

into place. When two assistant store managers left in the following months, their positions were
not filled. Buyers were asked to go back to vendors and renegotiate terms on their purchases. A
way was found to exit an expensive off-site catalog fulfillment arrangement and the catalog was
run in-house until the company's web site was launched.
The next few years, while staff instituted cost-cutting measures, the specialty toy market

struggled. Product vendors were forced to merge or go out of business and, as a result, many
products previously sold only to specialty stores were being sold to mass marketers like Target
and Wal-Mart. Specialty toy stores like Creative Kidstuff were forced to find other ways that
made them "special"

-

their products were available elsewhere and often at lower retail prices

because mass marketers could afford to order more product at better discounts. Vendors were

cautious about toy development and looked at licensing products around popular cartoon and kid

movie characters.

By the end of 2005 Creative Kidstuff was showing increases in sales while other
specialty toy retailers were still experiencing sales declines. Minimal raises were reinstated in
the summer of 2003 and a new employee bonus plan called Creative Cash was implemented in

2004. In 2006, Creative KidstufPs focus was finally off of survival and back onto growth. The
decision was made to close the unprofitable Minnesota Children's Museum store in January
2006 and plans were made to actively pursue other store locations outside of the Minneapolis/St.
Paul area. In November 2006 Creative Kidstuff s first out-state store opened in West Des

Moines, Iowa and another Twin Cities store in Maple Grove opened in Octob er 2007

.

Currently, Creative Kidstufffaces the challenge of re-identifoing themselves. The
specialty toy market that existed twenty, fifteen, and even ten years ago is not the same as today.

5
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In order to remain viable and profitable, Creative Kidstuff must find what will set them apart. In
the past yeff, concerns about recalls, particularly on products made in China, have focused much
negative publicity on the toy industry. Companies like Creative Kidstuff have found themselves
scrambling to look for comparable products both in quality and price. As they seek to re-define
themselves the challenge becomes one of remaining true to what their mission and their strengths
are

- quality products,

knowledgeable staff, and remaining profitable.

Overview of Transformational Leadership
In approaching this project transformational leadership quickly became a leadership style

I identified with. Bass (1997), when looking at transactional and transformational leadership,
suggests that "transformational leadership does not replace transactional leadership; rather,
adds to the effectiveness of transactional leadership"

management is based on transactions

-

(p.22).

it

Since much of retail/sales

a service is provided, compensation is offered

-

taking a

closer look at how transformational leadership can impact, enhance, and move beyond
transactional leadership was intriguing. Also, Ms. Bonoff, CEO of Creative Kidstuff, exhibits a
number of transformational leadership characteristics. Her sense of vision, her calls to action,
her knowledge and interest in staff, her willingness to help are all traits found in transformational

leaders. And, as an employee of this company andastudent in the MAL program, I find myself
wondering if the turning point of Creative Kidstuff was in January 20A3 when change was
needed and staffwas asked to look at new ways to do their jobs.

Mary organizations in a stable period

see leaders

exhibiting transactional leadership

skills. Transactional leadership is based on a system of kansactions between

leaders and

followers. This type of leadership is very black and white. There are absolutes and

set

standards. The chain of command is clearly defined and hierarchical. Systems, processes, and
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expectations are clearly defined and adhered

to.

Bass (1997) lists four dimensions found in

transactional leadership: contingent reward, management by exception,active, management by
exception-passive, and laissez-faire.

Contingent reward occurs when there is an exchange of resources. A contract exists
between the two parties which spells out what is required of the employee and what
compensation

will

be given upon completion of those required tasks. Followers are rewarded for

their performances with tangible and intangible support such as financial compensation in the

form of wages and bonuses, or verbal acknowledgement of a job well done. Retailers like
Creative Kidstuff use contingent rewards when they offer pay for hours worked, bonuses when
sales goals are reached, or acknowledgement in the form of store trophies, plaques, or certificates

when behaviors are recognized as a result of goals or expectations reached or exceeded.
Management by exception behavior can be either active or passive. This behavior has, at

its foundation, a hands-off approach with leaders becoming involved only when it becomes
necessary to change behavior. An active management by exception leader

will actively monitor

perf,ormance and take corrective action when performance does not meet a set standard.

passive management by exception leader

A

will wait for mistakes to be made or for deviations

from expected performance to occur before taking any action.
Laissez-faire leadership occurs when there is an absence of leadership. This is truly a
hands-off form of leadership with no clear standards or expectations stated for followers or
leaders.

Hay (2006) summarizes the history oftransformational leadership theory from the 1970s
to current day. He cites the work of James McGregor Burns who "distinguished between
ordinary (transactional) leaders, who exchanged tangible rewards for the work and loyalty
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followers, and extraordinary (transformational) leaders who engaged with followers, focused on
higher order intrinsic needs, and raised consciousness about the significance of specific
outcomes and new ways in which those outcomes might be achieved" (p. 2). Hay suggests that

global economic changes with factors like rapid changes in technology, more competition and
il.ew product from new markets, and changing demographics forced businesses and their leaders

to look at new ways to operate. The day of spending one's work life at one company in
exchange for benefits and a guaranteed pension plan, a transactional method of doing business,
was giving way to transformational methods. Companies and their leaders sought to find ways

to motivate through mission and vision and encouraged their employees to look for ways to
actively connect and contribute to those missions and visions. Bernard Bass did not see the two
leadership styles as opposites, like Burns, but "suggested that they are separate concepts and that
good leaders demonstrate characteristics of both"

(p.2). Bennis (1994) felt that transactional

leadership, where managers do things right, was making way for transformational leadership,
where managers do the right things. When organizations face a time of crisis or adversity

transformational leadership helps those organizations to adjust, adapt, and redefine themselves to
new circumstances and environments. Transformational leaders are those who have the ability,
through their leadership, to move employees from a position of what do I get to what can I give.

According to Bass (2006), there are four dimensions that a transformational leader exhibits:

Individual Consideration (IC), Idealized [nfluence (II), Inspirational Motivation (IM), ffid
Intellectual Stimulation (IS).

Individual consideration requires leaders to respond to the needs of their followers to be
sure that all are included. Followers are treated as individuals with unique talents and

knowledge. Leaders exhibiting this dimension allow their staff to reach higher levels of

I
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achievement. These leaders practice 'omanagement by walking around," interactions are
personalized, and effective listening is employed. Employees' needs and desires are recognized
and there is no feeling of being checked up

on. lndividual consideration

enhances commitment

through coaching and mentoring.
Idealized influence involves building confidence and trust, and the leader acts as a role
rnodel for employees. Bass saw two aspects in idealized influence. The first aspect focuses on
the leader's behavior and the second aspect revolves around the elements attributed to the leader

by followers. Leaders with idealized influence are willing to take risks and they are consistent
rather than arbitrary in their dealings with others.

Inspirational motivation, also called charisma, can be found in leaders who motivate
followers by offering them the opportunity to see or find meaning in their work, challenging
them with high standards, and inspiring them with a shared vision of the organization. These
leaders challenge followers and use inspirational motivation to build emotional commitment.
These leaders walk the talk and often serve as role models.

Intellectual stimulation encompasses an awa.reness of problems and a capacity to solve
those problems. Leaders exhibiting this dimension encourage innovation, creativity, and
approach old problems in new ways. There is no fear of punishment or ridicule. These leaders
challenge their followers to think freely and enable them to act on their solutions.

Literature Review
There are five areas of transformational leadership included in this literature review:
gender, orgaruzational structure, sales, training, and the impact transformational leadership can
have in a changing environment, Each of these areas is relevant to Creative Kidstuff. The

company's staff is overwhelmingly female and as aretail organization,the focus is on sales.
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Creative Kidstuff s structure is more flat than hierarchical and the company is experiencing
change rather than stability in its operations. Training is important, as it would be prudent for

Creative Kidstuff to foster and hire managers who have the leadership qualities relevant to

organizational success. Creative Kidstuff operates in a business environment that is challenging.
The company's CEO shows many signs of transformational leadership and looking at how

transformational leaders can impact an organization, positively and negatively, could provide
Creative Kidstuff with the insight necessary to succeed in a challenging business environrnent.

Gender
The entire middle and upper management of Creative Kidstuff are women. The vast

majority of the sales staff is also comprised of women. For this reason, looking at articles and
studies that focus on connections between gender and transformational leadership seemed a

logical step. The two studies presented showed a positive correlation between transformational
leadership and women leaders. Both studies suggest that societal influences and expectations on
behavior in men and women favor the emergence of transformational leadership in women more
often than in men.
Rosener (1990) summarizes the results of interviews she conducted with respondents of a

survey commissioned by the International Wornen's Forum. An eight page questionnaire was
sent to members who were asked, in addition to completing the survey, to supply the name of a

man in a similar position in a similar organization. Each man so identified was also sent a

questionnaire. The questionnaire asked respondents questions about their organization, their
leadership style, work-family issues, and personal characteristics. The response rate was 3l%.
When respondents were asked to describe their personal leadership styles there was a
marked difference based on gender. Rosener used the definitions and concepts of transactional
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and transformational leadership developed first by James McGregor Burns in his book

Leadership (1978) and further developed by Bernard Bass in his book Leadership and
Performonce Beyond Expectation (1985). The survey showed that
The men are more likely than the women to describe themselves in ways that characterize

what some management experts call "transactional" leadership. That is, they view job
performance as a series of transactions with subordinates...The women respondents, on
the other hand, described themselves in ways that characterize "transformational"
leadership

-

getting subordinates to transform their own self-interest into the interest

of

the group through concern for a broader goal. Moreover, they ascribe their power to
personal characteristics like charisma, interpersonal skills, hard work, or personal
contacts rather than to organizational structure. (p. 120)
The interviews Rosener conducted were with women who described their leadership style
as

transformational. Rosener called their style of leadership interactive leadership because she

saw these respondents seeking ways to involve as many levels and as many people as possible in

their interactions at work. lnteractive leadership encourages participation, sharing power and
information, encouraging the self-worth of others, ffid energizing others. Many of the women
interviewed stated that this style of leadership felt natural to them and the author theorizes that,
based on the average age of survey respondents

-

51 years

-

societal expectations could explain

to a certain extent why women viewed themselves as transformational leaders more often than

men. Prior to the 1960s women were expected to follow traditional career paths of "wives,
mothers, cornmunity volunteers, teachers, ffid nurses. In all these roles, they are supposed to be
cooperative, supportive, understanding, gentle, and to provide service to others" (p. 124). Men
were encouraged to be strong, decisive, and in control. The author suggests that as the business

1l
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world faces challenges the qualities encouraged in women are the ones needed to help businesses
transform and survive.

Although only women were interviewed the author firmly states that linking interactive
leadership to gender would be a mistake. Some men in the IWF survey described their
leadership style as transformational and there were women whose style of leadership would be

defined as transactional.

With one exception, all of the women interviewed worked for medium-sized
organizations that were experiencing rapid growth and rapid change. Crises in organizations can
be the opporfunity for the interactive or kansformational leader to offer new solutions and

procedures. The author cautions that
...organizations must be willing to question the notion that the traditional cornmand-andcontrol leadership style that has brought success in earlier decades is the only way to get

results. This may be hard in some orgaruzations, especially those with long histories of
male-oriented, command-and-control leadership- Changing these organizations
be easy. The fact that women are more

will not

likely than men to be interactive leaders raises the

risk that these companies will perceive interactive leadership as "feminine" and
automatically resist it. (p. 125)
Bass and

Avolio (1994) looked at transformational leadership along gender lines using

the Multifactor Leadership Questionnaire or

MLQ. The MLQ

measures the 4 I's

- Idealized

Influence, Inspirational Motivation, lntellectual Stimulation, and Individualized Consideration

-

which are factors or dimensions of transformational leadership. In this study, 801 respondents
(582 men and219 women) answered questions evaluating theirmanagers (150 men

andig

women). The managers came fromthe top three levels of management in six Fortune 500 frrms.

12
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The results of this study showed that women managers rated higher than men in all areas

of the 4Is. The areas of Idealized Influence and Individualized Consideration were significantly

higher. Men rated higher in transactional leadership factors with the exception of contingent
rewards.
The authors suggest that societal influences and expectations based on gender can explain
many differences in the leadership styles of men and women. The hierarchical structures

of

many large companies lend themselves to transactional leadership. Women are finding more
success as entrepreneurs or

in organizations with flatter strucfures. Both of these types of

businesses allow transformational leaders more opportunities to

thrive. Societal influences on

gender roles can be seen as part of an explanation for this study's results, but the authors suggest

that "a better and more plausible explanation for the observed differences regarding

transformational leadership ratings may lie in the tendencies of women to be more nurturing,
interested in others, and more socially sensitive" (p. 556). Research showing how men and
women view the world differently in matters of ethics, morality, and coflrmunication are cited.
The authors acknowledge that as the world changes and businesses face increasing
challenges, the days of hierarchical management might be numbered. As organizations move to
a more flattened structure, leadership strategies and styles

will

need to be adjusted and adapted.

Organizational Structure
Creative Kidstuff has a fairly flat organizational structure. The small staff size of the
company contributes to this structure but when the company reorganized in 2003, the company's
structure became flatter

still.

The crises and challenges facing Creative Kidstuff also impacted

the way the company was organized. The three articles sunlmarized in this section all focus on

organizations operating in challenging and changing environments. Transformational leadership
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appears to have dimensions and characteristics that can help organizations successfully navigate
and emerge healthy and intact.

Avolio and Bass (1995) published an initial discussion of aproposed study which
focused on one dimension of transformational leadership, that of individual consideration. The
study focused on how this dimension was viewed and implemented on three levels: individual,
team, and organizational. The authors state that

"it is through individualized consideration that

transformation is first noticed in the leader's behavior and its impact on theirs" (p. 202). As

followers see that their needs are met, their perspective changes from one of short-term
gratification to one that encompasses a long-term view and commitment to the good of a group
or organization. Individual consideration is a dimension that is constantly evolving as the
followers grow in their transformation.
As followers develop, so does their perspective of what they expect of their leaders and
how they interpret the leader's behavior. Leaders are fully kansformational to the extent
that they continually adjust their behavior to the level to which the follower has been
developed. (p. 207)

This transformation, the authors believe, can be bottom-up or top-down. A team or group

of individuals embraces beliefs and expectations about behavior which then impacts other teams
by role modeling. These beliefs and values can become institutionalized as part of the larger
orgaruzation shaping up as policy statements, training programs, or other standards.

Howell and Avolio (1993) measured transformational and transactional dimensions to

if there was a positive relationship between those dimensions

see

and business-unit performance.

The sample group was 78 senior managers and their 322 follawers who worked for a large
Canadian financial institution. This institution had enjoyed a stable and profitable period but due

t4
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to banking de-regulation was seeing its business changing. Competition was also increasing and
the authors considered that these factors might provide a setting more conducive to
transformational leadership qualities than those qualities attributed to transactional leaders.
Dimensions measured were charisma, intellectual stimulation and individualized consideration in
the transformational leadership realm and contingent rewards and management by exception,

both passive and active, in the transactional leadership realm. Locus of control was assessed by
survey questions that focused on whether respondents believed that events were contingent on

external forces or on their own behavior. The study tracked unit perforrnance over a one year
period in an effort to see if higher performance was linked to these transformational and
transactional leadership dimensions.
Results suggested that leaders scoring lower on transactional dimensions and higher on

transformational dimensions in their leadership positively contributed to the attainment of
business unit goals. Researchers found that

...these results indicate that managers need to develop transformational-leadership
behaviors for a more effective leadership profile and for higher payoff to their respective

organizational units. ... We speculate that given the rapid changes occurring within the
financial services industry, transformational behaviors, rather than reactive or exchangeoriented leadership behaviors, may be more effective for enhancing business-unit
performance. (p. 899)
The researchers found a negative relationship between contingent reward leadership and
performance in this study. Previous research had generally shown a positive relationship and a
possible explanation by the researchers was that their "findings for contingent reward may
represent a negative reaction to the current climate in the organization. In this vein, contingent
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reward behavior may have been seen as an attempt by leaders to control followers' behavior,
rather than to reward

it" (p.899).

A link between transformational leadership and performance was found and the authors
suggest that their findings indicate that "transformational leaders do perform better in

environments that are described by followers as innovative" (p. 900). A summary

of

transformational and transactional leadership emphasizes the idea that transformational
leadership has some roots in transactional leadership and that organizations facing challenges

might find leaders showing transformational leadership attributes to be more effective in facing
those challenges.

Pawar and Eastman (1997) focused on organizational processes rather than intra- or interpersonal processes. The authors believe organizational change can occur, that transformational
leadership can be an important component of that change, and that a leader's vision and the
acceptance of that vision can effect organizational change.

The authors believe that, at the top level of leadership, organtzational change was the
central issue that transformational leaders addressed. Four contextual factors were considered
and the "focus is on the aspects

of orgarrrzational context that both influence transformational

leadership and can be changed by transformational leadership" (SB). The four factors chosen
were organizational emphasis on efficiency and adaptation orientation, relative dominance

of

techrrical core and boundary-spanning units , orgartizational strucfure, ffid mode of governance.
Each factor was discussed and a proposition relating to each factor was suggested by the authors.

The first proposition is that organizations

will

be more receptive to transformational

leadership in times of adaptation rather than times of efficiency. Two basic goals of an

organization, efficiency and adaptation, are inherently in conflict with each other. The goal
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efficiency flourishes in times of stability and relationshipr with employees that are very clear,
black and white, and transactional. When a company perceives a need for change, fl goal of
adaptation becomes important. Resistance to this goal can occur because of inertial forces

of

stability that are present in the goal of efficiency. Transactional leadership works well during
times of stability but as companies focus on adapting to changes in their environment leaders

with transformational characteristics are needed to create a new vision and to find ways to get
followers to embrace this change. However, just because the organization perceives a need to
change does not mean that the organization's members
one reason

will

see the same

need. This could be

why orgaruzations do not seek out transformational leaders during times of stability.

Because organizations exist with mission statements and specific reasons for being, their
tasks are divided into two areas: technical core and boundary-spanning functions. The technical

core is responsible for operations that have few variables impacting on them while boundaryspanning areas impact with the environment which necessitates some fluidity and vagueness in

its operation. The second proposition is that those organizations which have dominant boundaryspanning units

will

be more receptive to transformational leaders

than orgarizations with

dominant technical core units.

A thfud proposition centers on an organization's structure. Five structural forms

are

defined and discussed by the researchers. These structures are machine bureaucracy,
professional bureaucr&cY, divisional strucfure, simple structure, and adhocracy. This proposition
states that simple strucfures and adhocracy organizations

will

be more receptive to

transformational leadership.
The fourth proposition is based on how orgarizations govern themselves. Three modes

of governance

-

market, bureaucracy, and clan

- are defined
T7

and discussed in relationship to
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transformational leadership. Both the market and bureaucratic modes tend to be more
transactional in practice, while the authors propose that the clan mode

will

be most receptive to

transformational leadership.
The authors finally discuss the importance of recognizing that "the emergence

of

transformational leadership and receptivity to transformational leadership are two distinct issues"
(p- 97). The acknowledgement also needs to be made that even though these issues are distinct

they are also related. The organizational context might be more receptive to transformational
leadership but the organization might not need that type of leadership in its present state.

Configurations comprised of the collective influence of the four contextual factors were defined
as two polar

types. The positive polar types were organizations with an adaptive orientation,

a

dominant boundary-spanning unit, and adhocracy or simple structure, and a clan mode of
governance. The negative polar type was an organization with an efficiency orientation, a
dominant technical core, a machine, professional bureaucracy or divisional structure, and a
market or bureaucratic mode of governance. Transformational leaders need to use different
processes to affect change in an organization that is based on whether the organization is more

positive or negative in its configuration. A fifth proposition by the authors is that introducing
transformational leadership into organizations will be either context-coffionting or contextharnessing depending on where the orgarrization falls on the diagram's continuum

of

organization receptivity to transformational leadership. An organi zationmore on the positive
polar context will need a transformational leader exhibiting context-harnessing processes in their
leadership while context-confronting processes are better suited to lead organizations with a
negative polar context.

l8

Trans form ational Leadership and pro fi tab

iI

ity

Sales
Because the sales field is transactional in nature and transformational leadership has, at

its roots, transactional leadership, looking at research and sfudies showing correlations between
sales and transformational leadership appeared to be a logical

decision. Being

a

part of a sales

force puts one in a unique position. Many times these positions operate independently of others
and sales people might serve as the only

link between customers and management. For these

reasons, positions in sales can be stressful ones. Creative

Kidstufl with its stores separate from

its corporate office and its focus on customer service, could benefit if it were found that
transformational leadership could address and impact positively on reducing andior redirecting
stress levels of its work

force. The studies chosen for this portion of the literature review

suggests that the dimensions found in transformational leadership translate well to the sales arena
and that leaders with those dimensions can reduce or redirect stress that their followers

experience.
Jolson, Dubinsky, Yammarino, and Comer (1993) focused on how to use

transformational leadership when working with sales forces. A suggestion is made that using a
combination of transactional and transforrnational leadership could lead to better results. The
authors believe that transformational leadership would work well in a sales environment and
suggest that ways need to be found to actively introduce and develop this leadership style in sales
orgarttzations.

A discussion of the uniqueness of the salesperson's position emphasizes the differences
inherent in these jobs. Salespeople operate independently and sometimes in isolated situations.

They are the company's visible link between customers and management and are often the buffer
between these

two. Salespeople's actions are very visible

l9

and interactions are rarely the same
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from customer to customer. Their job is rarely routine or standard. Their positions are stressful
because of the different expectations placed on them by customers and management. Customer
and management expectations are impacted many times by circumstances outside the

salesperson's control which increases stress.

A discussion and definition of transactional leadership and transformational leadership
starts with an acknowledgement that even though transfonnational leadership has "never been
associated

with

sales organizations

specifically...it is uniquely appropriate for that purpose...the

leadership process can be viewed as either transactional or transformational. Sales
orgartrzations have always used the first method; the second shows promise as a new approach"

(p. 98). Dimensions of transformational leadership
individualized consideration

-

-

charisma, intellectual stimulation, and

are defined and discussed

with suggestions made

as

to how those

dimensions can be implemented in the sales force.

Transformational leaders with charisma are "mood creators who encourage continuing
positive reinforcement; they communicate what they want mirrored or imitated" (p. 100). These
leaders engage in positive self-talk

("I know we cari

do

this!") which encourages and empowers

followers' self-esteem ("I am good at this."). This leads to positive perflonnance which leads to
more positive self-talk ("We did this once, we can do it again even better!").

Intellectual stimulation in transformational leaders is seen in those leaders "creating a
readiness for changes in thinking and by encouraging subordinates to use new approaches

for

solving old and continuing problems and to apply past examples to emerging problems.
Intellectual stimulation includes encouraging sales followers to use intuition in order to become
adept at identifuing and responding to prospects' differing needs, problem areas, and buying

motives" (p. 101). This dimension is most valuable in times of organizational instability when
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looking at new ways to solve old problems can not only help an organization weather this period,
but can also make employees feel valued and importarrt to the organization.
Sales leaders who are transformational use individualized consideration to "show concern

for each salesperson or submanager rather than for tasks, policies, administrative matters, or
decision making. Its major putpose is to smooth the conduit for ongoing copmunication
between the leader and the subordinate, evoke personal commitment and devotion, and allay
fears, anxiety, and depression" (p.103). Because salespeople often work independently and on
a

one-to-one basis with customers, transformational leaders must find ways to support and
encourage them as unique and valuable members of the organization. Spending time

with

employees in their territories or stores, taking time to listen to grievances as well as triumphs,
and

identiffing employees who need and desire further coaching and encouragement are some of

the methods a transformational leader can use

with a sales staff.

A discussion fbcusing on ways to implement transformational leadership in a sales setting
states that a

first step for leaders is to formulate avision or a mental image of the orgaruzation,s

future. A second step is to then foster transformational leadership either by hiring and recruiting
personnel with qualities and characteristics of transformational leadership or by training and
developing those qualities and skills in existing employees.

Dubinsky (1995) contrasted results of laissez-fare and transactional leadership styles

with transformational leadership. He and his colleagues found that transformational leadership
complemented transactional leadership. The study looked at work outcomes; profitability was

not included. The sample used was a sales organization in a division of a medical products firm.
Two hundred questionnaires were distributed to sales staff and their sales mimagers with

anBTo/o

response rate- The questions asked respondents to rate on a scale from zero to four factors
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regarding laissez-faire leadership, transactional leadership, transformational leadership, job
satisfaction, commitment, role conflict and ambiguity, and job stress and bumout. Sales
managers answered additional questions about each of their subordinates regarding extra effort,

job congruence and multidimensional performance. Four hypotheses were tested in this study
with minimal or liule empirical support received on each of the hypotheses. The first three
hypotheses focused on what impact three types of leadership styles (laissez-faire, transactional,
and transformational) had on eight work outcomes. These outcomes were role conflict, role

ambiguity, job stress, burnout, job satisfaction, commitment, extra effort, and perfoffnance. The

first hypothesis was that laissez-faire leadership would positively impact role conflict, role
ambiguity, job stress, and burnout and negatively impact job satisfaction, commitment, extra

effort, and perfortnance. The second and third hypotheses were that transactional leadership
(H2) and transformational leadership (H3) would negatively affect role conflict, role ambiguity,

job stress, and burnout and positively impact job satisfaction, commitment, extra effort, and
performance. The final hypothesis was that transformational leadership would improve
salesperson work outcomes beyond transactional leadership. There was minimal support for the

first hypothesis. Laissez-faire leadership (Hl) had a significant positive impact on role conflict
but no significant relevance to the other work outcomes. Transactional leadership (H2) had

significant positive impacts on two work outcomes - job satisfaction and commitment.
Transformational leadership (H3) had a significant negative impact on role ambiguity and a
significant positive impact on commitment. Findings for the fourth hypothesis is that there was
significant impact only in commitment and role ambiguity in transformational leadership beyond
transactional leadership. Suggestions for these findings focused on the specific nature of selling
and the difficulties leaders can have in impacting followers who work alone or are physically
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separated from managers. Also because salespeople are in boundary positions where they

interact with different people on different levels, it can be hard to form bonds of loyalty with

managers. The firm used in the survey was also in a financially stable and secure place which
could mean that transactional leaders who maintained the stafus quo were preferred over
transformational leaders espousing change.
Bass' article (1997) focused on how incorporating transactional/transformational
leadership components could lead to effective selling. By using incidents recorded in a weekly

internal publication of a national manufacturer of vegetable oil and shortenings, examples were
matched to corresponding dimensions of f,rll-range transactional and transformational leadership.
The manufacturer employed a sales force of 400 who sold products to retail chains and industrial

organizations. Each week management would select one incident in its publication as the best
example of effective selling for that particular week. The author had access to ten years of this

publication.
Four dimensions of transformational leadership (idealized infl uence, inspirational

motivation, intellectual stimulation, and individual consideration) and three dimensions of
transactional leadership (contingent reward, management-by-exception, and laissez-faire) were
defined and specific examples given showing the parallels between specific leadership
dimensions and effective selling.
The article suggests that the same similarities and differences that exist in relationships
between leaders and their followers also exist in relationships befween salespeople and their

customers. Salespeople are the link between the organization and the customer. "As members
of the firm most often in daily touch \Mith the marketplace, salespeople have an important role in
controlling the flow of information to their colleagues and superiors inside the firm. They can
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make significant contributions to the firm by transmitting what they see is going on outside the

firm" (p.26). In conclusion, the author

suggests that incorporating concepts of full-range

tratrsformationaUtratrsactional leadership into sales training in addition to identifoirrg and hiring
applicants who exhibit these concepts can lead to more effective selling.

Dubinsky (1999) suillmarized twenty yea-rs of study and research of leadership in sales
management. The primary focus of this research had been on sales managers and/or salespeople.
The author considers these people's positions important to the organization because of the
connections between intra- (management) and extra- (customers) organizational contacts. The

chief research issues were ethics, organizational fairness, and sales manager leadership the
relationship to selling and sales mimagement. A list of l5 questions encompasses areas the
researcher feels

still need to be explored. Three of these questions pertain to transformational

leadership and sales which is pertinent to this

LAP. These questions focused

on finding ways to

facilitate effective transformational leadership in sales managers, fostering transactional and
transformational leadership in sales settings, and discerning if the perceptions of sales managers'
leadership styles are consistent between those managers and their followers.

Actions are recornmended that could be beneficial to sales organizations. These actions
contain transformational and transactional leadership components and cover areas of guidance
and trainitrg, a fair (not equal) work environment, and

identifting goals and needs on both

an

organizational and personal level. Specific recommendations include
...

seeking avenues for enhanced knowledge and understanding rather than merely

relying on tradition or conventional wisdom in the firm or industry. Reading the popular
business press networking,

joining professional sales organizations and trade

associations, and talking with peers and colleagues within or without the company might
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all ultimately provide an abundance of information that may assist sales practitioners in
the perfoffnance of their duties. These alternatives, although useful, typically are not

predicated, however, on a scientific approach...But by and large, gernane conceptual and

empirical work can offer sales practitioners new insights to existing, recurring, or new
problems, alternative ways of thinking about pressing issues; and pique intellectual

curiosity. (p. 6)

Training
Creative Kidsfuff s sales force is one of the company's greatest assets. Focus on product

knowledge and customer service is incorporated in training, not just for new employees, but for

all employees. Finding ways to actively engage the sales force is critical in connecting with
customers expecting exceptional customer service and answers to their questions concerning

products. The studies in this section all address, to some extent, the cascade effect of
transformational leadership. Those employees exhibiting transformational leadership
characteristics are more apt to have followers exhibit the same characteristics. Hiring and

training employees in transformational leadership could be beneficial not only to Creative

Kidstuff as a whole but for each individual store.
Bass, Waldman,

Avolio, ffid Bebb (1987) conducted a study to examine the relationship

of leadership performance between two levels of management. The researchers' belief was that
leaders who are transformational produce a cascade effect on their followers who also become

transformational. Although transformational leadership can be found, fostered, and encouraged
at every level of an organization, the greatest impact

higher level also contains transformational leaders.
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The participants of the study were employees of a New Zealarrd government agency.
Three levels of the organization were represented in the study. These levels were second level
managers, first level supervisors, and subordinates. A workshop led by one of the researchers
was attended by 56 first level supervisors. These supervisors were asked to complete the

Multifactor Leadership Questionnaire Form-4 that asked them to rate their managers. Prior to
the workshop five subordinates of each supervisor were randomly selected to complete the same
questionnaire rating their immediate supervisor. The supervisors were also asked to complete a

form to describe the leadership required of their immediate supervisor. This study used the
MLQ-4 to assess actual leadership of first level supervisors and second level rnanagers in
addition to the required leadership of second level managers. The finding that "managers tend to
model any form of active leadership behavior that th*y observe in their immediate superiors" (p.
85) includes not only transformational leadership but transactional leadership. Therefore, a
strategy to introduce transformational leadership into an organi zation would he wise to
incorporate that leadership training to top-level managers who would serve as role models for the

next level of managers who, in turn, would become the role models for the next level of
employees.

An article by Bass (1990) on transformational leadership focuses on how to train
managers to be transformational leaders. He argues that leadership in the twentieth century

involves a movement from transactional leadership to transformational leadership.
Transformational leadership is defined and Bass suggests that those leaders willing and able to
move from transactional to transformational leadership styles will become more effective and
successful. Datawere collected from 228 employees of 58 managers in a large engineering firm.
Managers were ranked by employees and colleagues on leadership factor scores based on
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descriptions of leadership using the Multifactor Leadership Questionnaire. Employees were then
asked to rate themselves on whether they exerted any extra effort in their

jobs. Employees

whose manager rated higher in ffansformational leadership exerted extra effort more frequently
than those whose manager rated lower.
Bass fuither argues that the four dimensions of transformational leadership should be

incorporated into existing assessment, placement, and guidance programs. Because these
dimensions ciur be measured, employees exhibiting these traits can be nurtured and coached.
Organizations need to be mindful that transformational leaders can be seen at times as mavericks
or ones who take unpopularpositions but still must be supported. Mention is made of "'the right

to fail' policy (where) the fine line between self-confidence and obstinacy needs to be drawn" (p.

27). Bass insists that "intellectual stimulation also needs to be nurtured and cutrtivated

as a way

of life in the organjzation. The 'best and the brightest' people should be hired, nourished and
encouraged. Innovation and creativity should be fostered at all levels in the firm" (p.27).
Bass reported on im experiment focusing on training which showed that transformational

leadership can be learned and can increase effectiveness. This experiment was conducted at

minimum, medium, and maximum security prisons and measured four groups of inmates along
with their immediate shop supervisors to compare effectiveness before and after leadership

training- Four groups of shop supervisors were rated by their trainees using the Multifactor
Leadership Questionnaire. One group of supervisors was trained in transformational leadership,
a second group was trained in transactional leadership, and the other

two groups received no

training. Both the transformational atrd transactional leadership groups were measured before
and after their

training. One of the untrained groups was measured at the beginning and the end

of the study while the other untrained group was measured only at the end of the sturdy. The
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study found that "the performances of both trained groups improved, but in comparison to the
three other groups of supervisors, those who were trained in transformational leadership did as

well or better at improving productivity, absenteeism, and 'citizenship' behavior among the
inmates; they also won more respect from the inmates" (p. 27).

Training managers to become transformational leaders could use measures and tools like
the MLQ where managers rate themselves but would also be rated by their followers. Disparities

in ratings can be used to focus on specific behavior. Modifications or changes to that behavior
can be identified and implemented. Coaching managers on a one-on-one basis an#or

in

workshop settings is another way to encourage manageffi to become more transformational in
their management style. It is important that managers accept their employees' views of them in
order for them to become a transformational leader. Workshops where participants share
experiences of working with transformational leaders and describe the behavior of those leaders

would result in participants recognizing transformational leaders around them. Specific
behaviors of transformational leaders can be described, observed and adopted at all levels of an

organization. Workshops that ask participants where the organization or company might be in
two or five years, if fransformational leaders and an organization's interests were aligned, could
lead to teams working on ways to redefine or redesign the organization.
Bass stresses that in times of change transformational leadership

will help

an organization

survive and flourish. He states, "fn order to succeed, the firm needs to have the flexibility to
forecast and meet new demands and changes as they occur

- and only transformational

leadership can enable the frrm to do so" fo. 31).

Avolio, Waldman, ffid Yammarino (1991) stated that organizations are becoming less
hierarchical and more flat. There is a change in how things are done and an expectation that
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managers

will

will become more thanjustmanagers; they will also become leaders.

need to develop, foster, and encourage followers and

These leaders

it is suggested that transformational

leadership is one avenue through which this can be accomplished.

A history of transformational leadership includes

a discussion of transactional leadership

and its contribution to transformational leadership. The authors believe that transformational

leadership occurs at all levels of an organization. They do not believe that this leadership
happens by chance so they ask the question

if one can be trained to become a transformational

leader. A life-span model of leadership development using transformational leadership is
presented and discussed. Factors of this model include early

life contexts, individual leadership,

range of leadership, impact on followers, and outcomes. The authors believe "events that are

unique to an individual leader's development, interacting with events conlmon to an entire
generation, can afflect the leader's personal development as well as the type of leader the

individual will aspire to represent" (p.

1l). Identifuing one's strengths and weaknesses

is key to

becoming an effective leader. When addressing weaknesses there are two choices that can be
made: do nothing and cope with these weaknesses or address them. Being willing to change
one's self can be seen as a sign of a transformational leader willing to develop the skills
necessary to transform others.

Taking these life contexts into the daily interactions, either at work and outside of work,
can enhance or inhibit transformational leadership. The presence or absence of role models and

the structure and culture of an otgarnzation all impact and affect the emergence or nonemergence of transformational leaders.

The range of leadership in this model includes transformational and transactional

leadership. Each dimension of transformational leadership is deflned and discussed. The impact
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on followers is seen in the capabilities, attitudes, development, and performance of these

individuals. Transformational leaders encourage their employees to see the big picture, find new
answers to old problems, and create a cascade effect where followers become transformational
leaders to others. The model suggests that outcomes include retention quality, quantity,

ffid

innovation. In terms of human resource management these outcomes can lead to health and
success in an organization. The authors conclude that "the long range success of an organization
depends on the ability

of its leadership at all levels to develop, stimulate and inspire followers.

Transformational leaders

-

who offer individualized consideration, spark intellectual stimulation,

provide inspirational motivation and engender idealized influence

- should be understood and

then developed" (p. l6).

Avolio, Bass, and Jung ( 1999) revisited work that had been done ten years previously.
Bass proposed a six-factor leadership model

in

1985 which included three transformational, two

transactional and a passive-avoidanVlaissez-faire factor. The Multifactor Leadership
Questionnaire (MLQ) was a tool designed to measure these factors. An overview includes a

history of the MLQ including the development and refinement of this tool. The current study
used the latest version of the

MLQ and had a total of 3786 respondents in fourteen sample

groups rate their leaders. The sample groups encompassed diverse groups including business,
education, and military personnel. Nine of the groups were used to test the original six-factor

model while the remail ing five groups were used to reconfirm the model. It was hoped that a
larger, more diverse sample would provide a "theoretically and empirically replicable structure

for future studies of leadership using the MLQ 5X survey" (p. 447).
Results showed high and positive intercorrelations itmong the transformational factors

of

inspirational leadership, intellectual stimulation and individualized consideration. Positive and
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significant correlations between contingent reward, a transactional factor, and each of the three
transformational factors were also evident. The researchers state that "the present results show
that the higher end of transformational leadership can be distinguished from its lower end
connections to individualized consideration and transactional contingent reward leadership. In
sum, results presented here have made possible, with few exceptions, a high degree

of

consistency in estimates of reliability, intercorrelations and factor loadings when comparing the

initial with the replication sample results" (p. 458).
The implications of this research concern the revision of the

MLQ,

Because a wider and

more detailed range of leadership factors were measured, the researchers felt that chances are
increased that the range of leadership styles found in different cultures and organizations

will

be

included. A more effective tool for leadership assessment, training, and development could
result if these results hold up under further research.
The authors are candid in their acknowledgement of the limitations of their study. Many

of the samples they looked at were collected by other researchers so the authors had no control
over the consistencies in the procedures used. With organizational structures becoming flatter
more emphasis needs to be placed on transformational leadership. The authors state that

"transformational leadership can and should be observed at all organizational levels.
Transactional models of leadership simply do not go far enough in building the trust and
developing the motivationto achieve the full potential of one's workforce" (p. 460).

Impact of Transformational Leadership
The three studies in this section focus on transformational leaders and the impact they can
have on organizations and

followers. As Creative Kidstuff continues to do business in an

increasingly challenging environment, recognizing the impact leaders, whether as CEO or a store
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manager, can have on employees and the bottom line could make the difference in successfully

navigating today' s business challenges.
Bass and Steidlmeier (1999) suggest that transformational leadership must have at its

foundation ethics, character and authenticity. They believe that most leaders include traits

of

both transactional and transformational leadership. Transformational leadership stems from
transactional leadership and "augments the effectiveness of transactional leadership; it does not
replace transactional leadership" (p. 3).

A discussion is included on the differences befween authentic and pseudotransformational leadership. Using the four dimensions of transformational leadership the
authors cite behaviors which show how authentic transformational leaders differ from
psuedotransformational leaders. With authentic transformational leadership, one sees leaders
showing idealized influence when promoting universal cooperation instead of the "we-they,,
differences highlighted by psuedotransformational leaders. Authentic leaders exhibit

inspirational motivation when they focus on what is best in people rather than what is worst in

people. Intellectual stimulation is shown in authentic transformational leaders when they
persuade on the merits of issues while psuedotransformational leaders' logic

will contain

false

assumptions. These leaders will create the impression of doing right but when issues conflict

with their personal interests these leaders will fail to act. The individualized consideration
dimension is present in the way leaders relate to their followers. The psuedotransformational
Ieaders' focus is either on keeping followers dependent or this dimension is completely missing

in their leadership style. The authentic transformational leader's focus is on helping followers
become leaders
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The authors look at how authentic, rather than pseudo, transformational leaders can
operate successfully within different movements and agendas in today's society. Areas looked at

include libertarianism, the human relation movement, stakeholder theory, value congruence,
distributive justice and organization development. They conclude that "true transformational
leaders

identifythe core values and unifyingpurposes of the organization and its member,

liberate their human potential, and foster pluralistic leadership and effective, satisfied followers,,

(p- 17) and that "transformational leadership has become a neeessity in the post-industrial world
of work" (p. 17).
Another look at the history of transformational leadership by Hay (2006) asks three
questions about transformational leadership: What is

it? How does it work? What

are its

weaknesses? These questions focus on the definition and process of this style of leadership.

Hay outlines the history of this theory. From Burns' distinguishing the differences of
transactional and transformational leaders and viewing these styles as opposites to Bass' beliefs
that transformational leadership has its roots in transactional leadership and that good leaders
have characteristics of both styles, the author cites examples from the past thir"ty years to explain,

define and answer the first question of what is transformational leadership. This history includes

definitions of Bass' 4Is of transformational leadership and a description of Leithwood,s six
factors of transformational leadership. Because of the preponderance of studies being
undertaken and the development of the Multifactor Leadership Questionnaire (MLe), Bass,

4Is

are most coElmonly accepted as the dimensions that make up transformational leadership. Each

of these four dimensions are defined and discussed.

A section that focuses

on the ways that transformational leadership works

in

organizations identifies four stages of organizational change under this leadership style. First, a

an
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transformational leader must make a convincing and compelling case for change in the
organization- This argument can be a result of changes and challenges in the extemal or internal
environment of the organization. Making followers aware of these changes in the environment
and the necessity of change

will

lead to the second stage of inspiring and communicating a

shared

vision. Transformational leaders involve others to insure that their vision is one that

others

will buy into. Any change

needs to be led and in this third stage transformational leaders

need to be open to sharing the development of the vision and also be aware of any resistance that

arises. The fourth and final stage is ensuring that the change is embedded. This means that
followers need to embrace the change and make it part of the culture of the organization.
The final question concerning the weaknesses of transformational leadership focuses on

criticism that, because transformational leaders exert influence over followers that can be very
powerful and emotional, leaders using this leadership style could instill change that is selfpromoting rather than organization-promoting. An abuse of power can occur when leaders
engage in this behavior. Transformational leaders also might not have a check and balance
system in place and open discussion and criticism of changes could be suppressed or ignored.

A

transformational leader who uses this leadership style in unethical or immoral ways could embed
their personal culture into the organizational culture and followers rnight see changes that
negatively impact them. Huy believes that by emphasi zing the moral and ethical foundations

of

specific leaders these criticisms can be overcome.

A final section of the paper explores the idea of transcendental leadership. Hay
that, as transformational leadership has at its root transactional leadership, a new style

suggests

of

leadership, transcendental leadership, has at its root transformational leadership. This leadership
sfyle encompasses spirifuality dimensions of "consciousness (mind), moral character (heart) and
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faith (soul)... (arrd) argues for the need to society and organtzations to recognize the need for and
embrace spiritualify" ft). 10). Hay admits that this theory has not been tested, but mentions
an area to be

it

as

watched. In conclusion Hay states that "transformational leaders have great

potential to promote performance beyond expectations and to effect enoflnous changes within
individuals and organizations. It appears to be a form of leadership well-suited to these current
times characterized by uncertainty, global turbulence and organizational instability" (p. 1l)

Waldman, Ramirez, House, ffid Puranam's study (2001) on CEO leadership as a
predictor of financial perforrnance theorized that charismatic leadership only has an effect when
there is environmental uncertainty. Two potential key leadership characteristics
leadership and charismatic leadership

-

transactional

- are defined and discussed. The study used the MLQ and

respondents were senior managers who were asked to rate the CEO of their company. The
response rate was 20% and, while the authors felt that this was acceptable, the rate was lowered

frrther when the authors used only the responses from frrms having two or more respondents.
Although 210 surveys from

I3I

firms were received only 48 firms were represented in the final

analysis. Environmental turcertainty was measured using four items from an "environmental
turbulence" instrument. Respondents were asked to rate the external environment of their
organization considering not only economic, but social, political, and technological aspects.
Organizational performance was measured as a net profit margin (NPM). This measurement was
computed as net income divided by net sales. Data were collected over a five year span from
1990

to 1994. The five year span resulted in an average NPM for each organization in the study.

The authors believed that using this average would guard against any random fluctuations or
anomalies from a single year.
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The researchers felt that their findings were consistent with other studies on charismatic
leadership that "suggested that such leadership

environmental uncertainty"

b.

will only have effects under conditions of

140) and that "we were able to account for significant variance in

a financial measure of organizational performance, especially with regard to the interaction

of

charisma and environmental trncertainty" (p. 1a1). A suggestion is made that more studies using
a measure

of financial performance are necessary to make a more meaningful correlation

between leadership styles and company performance. A replication of this study is encouraged
on a larger scale.

Research Purpose and Hypothesis
I believe that transformational leadership has a place in retail settings that have

historically been transactional in nature. During my time of employment with Creative Kidstuff
I have witnessed firsthand the transformational leadership style of Roberta Bonoff, CEO. The
sections of my literature review

- gender,

environment- are all relevant to Creative

organizational structure, sales, training and changing

Kidstuff.

Creative Kidstuff has a staff that is

predominantly female and the company's business is sales. Under Roberta Bonoff s leadership
the organizational structure has become mors flat and her vision and challenges to the staff have
helped move the company through an environment and business climate that was challenging
and rapidly changing. As a result of her leadership and the changes made company-wide

Creative Kidstuff has managed to survive when many other specialty retailers did not. The
pu{pose of this research is to determine if transformational leadership in Creative Kidstuff
manager/manager teams affects the profitability in Creative Kidstuff stores.

My hypothesis is that there are significant leadership differences between stores which
are highly profitable and those that are

not. Specifically, I expect that managers of highly
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profitable stores will be perceived more positively than managers of stores that are less
profitable.

Methodology
This project used a survey which was given to employees of Creative Kidstuff. The
survey included questions that were qualitative and quantitative. The four dimensions

of

transformational leadership were reflected in the questions. This section includes information
regarding the survey's sample, measurements, data collection, and analysis.

Sample
The convenience sarnple for this study was all employees of Creative Kidstuff. At the

tirne of the study Creative Kidstuffhad 131 employees. Approval to conductthis study was
provided by the lnstitutional Research Board (IRB) at Augsburg College, Minneapolis,
Minnesota on July 12,20A7. The IRB approval number for this research is 2007-67-2. Creative

Kidstuff

s CEOiPresident Roberta

Bonoff gave her approval to the request of surveying the

company employees for this LAP (see Appendix

A).A total of 124 consent forms and surveys

were distributed (see Appendices B and C). Out of that number 102 consent forms were
returned, ffid 84 surveys were received for a response rate of 68%. I deliberately chose not to

include a question asking gender because the overwhelming majority of Creative Kidstuff
employees were women. There were no men in positions at the office or in store man

agement- Most stores had only one to two male salespeople. Thus, it would be
impossible to assess the effect of gender on the results.

Measurement

A survey consisting of 41 questions was distributed to

store employees at each store's

third quarter store meeting held on Sunday, July 22,2007. Four demographic questions focused
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on position, location, length of employment, and age. Four open-ended questions asked

participants to comment on the dimensions of transformational leadership being measured. A
question asking employees to rank their reasons for working at Creative Kidstuff was also

included to provide a snapshot of what was important to them in regards to work. The remaining
32 questions asked employees to rate on a five point Likert{ype scale their agreement or
disagreement with staternents associated with the four dimensions of transformational leadership.

Profitability was defined using information provided by income statements and balance
sheets

for each store. These statements looked at total sales less the cost of goods sold to find the

Gross Profit for each store- Total operating expenses for stores included employee expenses,

advertising, displays, and promotion expenses and expenses for utilities, supplies, rent, etc.
Creative Kidstuff s CFO Kris Ruedy ranked the profitability of Creative Kidstuff stores from
most profitable to least profitable as follows: Galleria, St. Paul, Ridge Square (Minnetonka),

Woodbury, Minneapolis, and West Des Moines. Based on the rankings, I classified stores as
high, moderate, and low in terms of profitability. Galleria and St. Paul stores were labeled high,
Ridge Square and Minneapolis stores were labeled moderate, and Woodbury and West Des
Moines stores were labeled low.

Data Collection
Employees were asked to sign a consent form prior to receiving a survey. Consent forms
were returned to me by inter-office envelope, while completed surveys were mailed to me in a
stamped, pre-addressed envelope that I provided participants" An e-mail thanking store
managers for their time and asking them to remind staff to complete and mail completed surveys

was sent the following week. I was physically present at the company's St. Paul store's location
and accessible by phone at that location to answer any questions or concerns by employees at
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other locations. The consent form and survey were distributed to office staff at their weekly

office status meeting on Monday, July 23, 2007 .
Data Analysis
I used the Statistical Package for the Social Sciences (SPSS) to analyze quantitative data.
Descriptive statistics (frequencies and percentages) were used to analyze the demographic
questions. Analyses of variance and post hoc comparisons were used to test the hypotheses.

A factor analysis was conducted to validate the four measures for transformational
leadership. Five dimensions emerged from the factor analysis; which is reported in the results

section. These five dimensions were used in testing hypotheses.
I entered answers to the open-ended survey questions into a Microsoft Word document
and then conducted a content analysis look for common themes

within each question.

Results
The results of this study are reported in three sections based on the types of questions
used in the survey: demographic information, quantitative responses to the Likert-type scales,
and qualitative responses to the open-ended questions.

Demographic Information
There were four demographic questions asked on the survey to help provide detait to help
describe the sample. The results for these questions are shown on Table

1.

The survey asked employees their position at Creative Kidstuff. Of the survey
respondents 69% were sales people, 23% were managers/floor leaders, and B% were

executive/office. Nine respondents chose not to answer this question. Comparing the
breakdoum by position of surveys returned with the total breakdown by position of the company,
the survey sirmple appears to accurately represent the company.
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Employees were also asked to name the location where they worked. Locations included
the six retail stores, the internet operation, and the company's main office. The breakdown

of

employees by store location was as follows: Galleria had twenty two employees (17yo), Grand

Ave. (St. Paul) had twenty three employees (18'/o), the internet had three employees (2%),
Linden Hills (Minneapolis) had twenty employees (15yo), the office had ten employees (8%),
Ridge Square (Minnetonka) had twenty three employees (18o/o), west Des Moines had twelve
employees (9%), and Woodbury had eighteen employees (14%). Only one employee from the
internet returned the survey so the decision was made to include this employee's responses with
those who listed the office as their location. The Galleria, Minneapolis, and Minnetonka

locations had a higher percentage of surveys returned than their breakdown showed. St. Paul's
employees comprised 9.5% of returned surveys while employees were 18% of total staff. The

two stores (Woodbury and West Des Moines) that were designated as low profitability were also
stores that had a lower percentage of returned surveys than percentage of store employees to total

company employees.
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Table

1

Demographic Characteristics of Participants (n: 99)
Demographic Cha racteristics
Position

%

NA

Executive

6.1
52.5
L7.2
24.2

Sales

Management
No Response
Location

NA

Galleria
St. Paul

L8.2
8.1

Office
Minneapolis

18.2

Ridge

19.2

West Des Moines

6.1
8.1

7.1"

Woodbury
No Response

15.2

Duration (in years)

4.1years

Less than one year

23.2

1-2 years
3-5 years
6-10 yea!'s

20.2
18.2
15.1
8.0

More than

Mean

1O years

No Response

15.2

Age (in years)

33.0

Under 20
20-29

18.2

23.0
10.0
18.0

30-39

40-49
50-s9

7.O

60 or more

4.O

No Response

19.2

The third demographic question asked respondents the length of their employment at
Creative Kidstuff. Responses ranged from less than one year to twenty one years. A total

of

27.4% of respondents had worked for Creative Kidstuff less than one year. One reason this
percentage is this high is that the company's West Des Moines location had only been open

for

nine months at the time of the survey andTYo of the respondents worked at that location. Fully
51,2% of respondents had worked at the company for two years or less, 39.4% worked at
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Creative Kidstuff between three and ten years, with the remaining l}%maintaining employment

of over ten years.
The last demographic question asked respondents for their age. Nineteen respondents left

this question blank while the remaining surveys showed a range in age from 16 to 67 years. The
median age was 27 yews. Ranges in ages were as follows: under 20 years
-22.5%,2A-2g years

-28.8%" 30-39 years - 12.5%,40-49 years -22.Syo, 50-59 years

- 8.7yo, and over 60 years -

5%.

Factor Analytic Results

A factor analysis was conducted to determine the number and structure of dimensions
(see

Table2). The Kaiser-Meyer-Olkin (KMO) value was .84 exceeding the recommended

value of .6 to ensure sampling adequdcy, and the Bartlett's Test of Sphericity was reachi.tg

statistical significance indicating strongly related variables and justifiring the value of a factor

analysis. Five dimensions were identified through this analysis. These dimensions were labeled
Manager, Creative Kidstuff(CKS),'o1", Motive, and Team based on the focus of the statements

identified for each factor. A cornparison of how these five dimensions fell into the four
dimensions of transformational leadership revealed that Team was similar to Inspirational

Motivational and 'oI" was most like the Intellectual Stimulation dimension. Motive combined
elements of Intellectual Stimulation and Individualized Consideration while CKS combined
components of Idealized Influence and Inspirational Motivation. The dimension of Manager
incorporated all four areas of transformational leadership with a preponderance of Idealized

Influence and Individual Consideration. Table 2 reports the results of this analyses.
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Table 2

Principal Component Factor Analysis of Creative Kidstuff Employee Survey
(Varimax Rotation with Raiser Normalization)
Rotated Component Matrix
Creative

Survey
Question

Q11. My managergives me the
support I need to do my job

ll

il

Motive

Manager

Kidstuff

.84

.47

.29

t2

.09

.78

.o7

.13.

17

12

.73

.42

.05

.01

.12

.71

.?L

.31

.02

.08

.70

.26

-.19

21.

.L1

.66

.39

-.03

.36

.L2

.65

.12

.23

23

.29

.64

-.03

.34

.15

08

.62

.15

.06

.3

.06

.6L

.39

-.05

24

-.08

.55

,32

77

.L7

-.o7

.06

.76

.26

13

03

.24

.68

-.07

34

.26

.55

.65

-.13

.04

.09

.23

62

.22

.08

.23

Team

well.

Q8. My manager finds out what I
need and helps me to get it.
Q31. My manager is a model for me
to follow.
My
manager commands
Q3Z.
respect from her staff.
Q6. My manager coaches me if I
need it.
Q18. My manager gives me honest
feedback about how I am
doing.
Q2f. My manager seeks differing
perspectives when solving

problems.
Q10. My manager expresses
appreciation when I do a good
job.
Q30. My manager deals with all
employees fairly.
QZl. My manager communlcates
expectations clearly.
Q36. My manager commands
respect from her staff.
Q32. My manager emphasizes the
importa nce of providing
quality customer service.
Q28. My manager instills pride in
being associated with Creative

Kidstuff.

Q34. My manager sets a good
example for what Creative
Kidstuff expects from its
employees.

Q33. My manager makes everyone
around her enthusiastic about
assignments.
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Q26. My manager sets high
standards for my work.
*Q35. My manager increases my
optimism for the future of
Creative Kidstuff.
Q20. I have a voice in how things are
done in my store/office.
Q15. I have the freedom to make
impoftant decisions about my
work.
Q17. I am asked for my ideas and
opinions.
I
QL6. am encouraged to try new

.27

.58

24

.12

77

.47

.56

.L5

.44

.26

47

56

.L5

.04

.26

.20

16

73

.26

02

12

.37

68

.22

.08

.o2

.33

.58

.28

.25

t4

03

.22

.77

.21

.26

24

.L9

.65

15

23

.11

.03

.65

-.03

.29

.38

3

.53

.06

things.

Q1g. My manager makes me feel we
can reach our goals without
her if we have to.
Q1-2. My manager treats each staff
person as an individual.
Q7. The recognition I receive from
my manager is important to
me.

Q14. My manager is open to new
ideas.

*Q9- I am well trained to do my job.
Q25. My coworkers care about doing
a good job.
My
coworkers and I work as a
Q29.
team.
Q22. My store's/office's over-all
operating procedures make
sense to me.
Q23. I look forward to coming to
work.
*Q24. I believe my work at Creative
Kidstuff is meaningful.
*Q19. I am given opportunities to
grow in my job.
Coefficient Alpha

.51

-.02

"L7

"52

.03

.14

-.o7

.20

.19
.63

.03

.L4

-.o7

.20

63

a2

.02

-.02

.09

.52

.33

.o7

24

-.02

.52

L2

,09

43

.05

.51

.37

.07

.32

.16

44

92

.82

79

.78

.57

*These items were excluded from the factor scores.

Coefficient alpha was calculated for each dimension to determine internal reliability. The

reliabilities, as shown in Table 2, runged from .57 to .92 for the measures used in this study,
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indicating moderate to high internal reliability. The correlations among all dimensions were
significant (p < .01).

Differences by Position and Location
One-way analyses of variance (ANOVA) were run by position, location, age, and length

of employment- There were no significant differences found for any of the five measures by
position , dga, or length of employment.
There were significant differences on the Mana1er, Creative Kidstuff, and Team
dimensions when the locations of employees were compa.red (see Table

3). When looking

at the

Manager component, significant differences were found in the West Des Moines location
compa-red to the St. Paul and Galleria

locations. The CKS component showed significant

difference between Woodbury and the Galleria, St. Paul, and Minneapolis locations along with a
difference befween Galleri a and tle Ridge location. The Team component showed a significant
difference between the Galleria and Ridge location.
Table

3

Analyses of Variance by Location
Leadership
Dimension

Manager
Creative Kidstuff
rl,'

Motive
Team

np*.05

Df

F

P

6,75
6,75
6,77
6,76
6,76

2.587
5.17

.0L*
.00*

.55
.58

.77
.75

2.32

.04*

Differences Based on Store Profitability
One-way analyses of variance were used to compare three levels of store profitability

(high, moderate, ffid low) in terms of the five measures (see Table
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were found for the Manager, Creative Kidstuff, and Team dimensions. No significant

differences were found for the

"I"

or Motive components.

Table 4
Means and Standard Deviations by Level of Profitability

Leadership
Dimension
Manager
Creative

Profitability
Moderate

High

r(df)

P

.62

4.24 (2,72)

.0lg*

.42

15.57 (2,12)

.000*

.52

.682 (2,7 4)

s.09

.41

(2,73)
3.25 (2,73)

.199

MSD

SD

4.51
4.76

.25

4.27
4.22

.53

4.01

63

.4s

4.42
4.09

40
44

.39

Low

MSD

M

4.20
4.53

.39
.35

Kidstuff
cclr)

Motive
Team

*p'.05

4.16
4.54
4.37

.JJ

4.00
4.32
4.26

.42

| "65

.045*

A two-way befween-groups analysis of variance was conducted to look at specific
differences for the three dimensions that differed by store profitability (Table 5). The Team
component showed a significant difference between stores labeled high and moderate, and
between those high and low in profitability. The Manager component showed a significant

difference between high profit and low profit stores- The CKS component showed significant
differences among all three profitability levels.
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Table 5
Post Hoc Comparisons by Level of Profitability

Leadership
Dimension

Manager

(l)

Profit2

Low
High

-.294

Low

.071

Low

High

-.365

-.o71

High

Moderate
Moderate
Low

Moderate

High

.228
-.538

Low

-.309

Low

High

-.228

High

Moderate
Moderate

.309
.154

Std. Error
.131
.13s
.131
.135
.135
.135
.497
.098
.o97
.099
.098
.099
.155

Low

.1,64

"160

High

-.154

Low

.009

.155
.L58

Kidstuff

]l

Moderate

Motive

(IJ)

(J) Profit2

.294
.365

High

Moderate

Creative

Mean
Difference
Moderate

.538

Low

High

-.164

.l_60

-.009
.115

.158

High

Moderate
Moderate
Low

.21,6

High

-.115
.100

.119
.116

Moderate

Low

Team

Low

High

High

Moderate
Moderate

Moderate

.11_9

.o7 L

.8s9

.024*
8.59

.000*
.057

.000*
.007*
.057

.007*
.s82
.564
.582
.998
.564
.998
.s85

.L72
.s85
.678

Low

.105

High

-.279
-.L7 4
-.10s

.110
.113

.036*

.1-74

.113

High

Moderate

*p..05

.1.16

.071
.o24*

-.216
-.100
.279

Low
Low

P

.1_19

.L72

.1.19

.678

.110

.036*

.113

.623

.1_13

Qualitative Results
There were four open-ended questions included in the survey. Each question
coffesponded to one of the dimensions of transformational leadership.
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The question "What do you like best about your job" corresponded to the dimension

of

Individual Consideration. This dimension focuses on the needs of followers and the ways that
they can be encouraged and included by their leaders/managers. There were a total of

11

l

responses to this question, some respondents listed two items. Nearly one third (32% of the

respondents said that stafflco-workers were what they liked best about their
and customers each received fifteen mentions (1a%); while

job. Atmosphere

flexibility was mentioned twelve

times (11%).
The second open-ended question colresponded to the dimension of Idealized Influence.

This dimension focuses on role modeling and mentoring, on what makes Creative Kidstuff
unique to its employees. The question asked respondents what single word best described
Creative Kidstuff and one answer was giventn54o/o of the responses. That word was "fun"; no
other response was given by more than four people.
The staff meeting in January 2AA3 that I believe was a catalyst or pivotal point in
Creative Kidstuff s history was when the company's new mission statement was announced.

Prior to this time the company's mission statement included descriptions of customer service,
business operations, and company ethics. The tag line at the end of this statement was: We know

kids! We like kids! We knowwhat kids like! It was wordy, long, and subjective and very few
employees,

if

asked, could recite

it in its entirety. In January 2003, President/CEg Roberta

Bonoff announced the new mission statement of Creative Kidstuff: The Creative Kidstuff
mission is to sell toys at a profit. Even though this new mission statement seemed blunt alrd
transactional in nature, it focused employees on the task at hand. Without this focus on profit the
company might not survive. Creative Kidstuff would still offer great customer service and
unique product but employees need to focus on finding profitable ways to do this. This new
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mission statement became the shared vision and challenge to employees. The question on the
survey that corresponded to the lnspirational Motivation dimension of transformation leadership
asked employees what Creative

Kidstuff s mission statement was. Eighty four respondents

replied to this question and 50Yo of them knew the mission statement was to sell toys at a profit.

An additional 5o4 stated that the mission statement was to sell toys with no mention of profit.
Nineteen percent of the respondents replied that the company's mission statement revolved
around customer service while 13% replied that providing quality, non-violent toys was the

mission statement. The tag line of "We know kids! We like kids! We know what kids like!" was
the answet of 5Ya of the respondents. When the responses to this question were broken down by
store location, Galleria

with

68% and West Des Moines

with 66%had the most correct

responses

with Woodbury and St. Paul at the low end each with a38oh correct response rate.
The last open-ended question eorresponded to the dimension of Intellectual Stimulation.

This dimension focuses on problem solving, innovation, and creativity. The question asked
employees what could be improved to make Creative Kidstuff a better place to work. There
were twenty three different responses to this question. Higher wages (21%) was the number one
response with communication (17%) the second most offered response. The third response most

often given was nothirg ( 16%).
The survey included one ranking question where respondents were asked to rank in order

of importance why they worked for Creative Kidstuff, Eight choices (employee discount,
flexible schedule, store management, customer interaction, sense of accomplishment, belief in
company's mission, additional income, and adult conversation) were offered with a space for
other choices given. Flexible schedule was listed most often (35%) as the number one reason
someone worked for Creative Kidstuff and that response was most often given at every location
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with the exception of St. Paul, Galleria, ffid West Des Moines. Additional income was the
response getting the next highest number of responses

(24%). That response was most often

listed as number one at the St. Paul, Galleria, and West Des Moines locations.
Each respondent was given the opponunity at the end of the survey to add additional

information or comments. Seven respondents took advantage of this opportunity, Three
responses were from the Galleria store location and were positive comments about the company,

the work environment, and the manager. Two comments, one from the Grand Avenue store and
one from the Minneapolis store, revolved around coflrrnunication issues between the stores and

the office. A respondent from the Ridge Square location suggested more money for employees
and a corrment from an office staff person rnentioned the complications that arise when you

have to manage staff who are also your friends.

Discussion
In this section I will discuss what I believe the conclusions of this research are, and
suggest recornmendations based on these conclusions. I

will also identify the limitations of this

study.

Overryiew

My project involved examining how transformational leadership can impact an
organization's profitability. Creative Kidstuff, a locally-owned specialty toy retailer, with six
store locations and a corporate office was the organization I chose to study. Roberta Bonoff,
CEO of Creative Kidstuff, has exhibited many components of transformational leadership. Her
leadership had suscessfully shepherded Creative Kidstuff through tough economic times. As the
company started to show signs of increased profitability I wondered if transformational
leadership could affect the profitability of the stores. My hypothesis was that there are

s0

Transformational Leadership and Profi tability
significant leadership differences between stores which are highly profitable and those that are

not. Specifically, I expect that managers of highly profitable

stores

will

be perceived more

positively than managers of stores that are less profitable.

A survey of 41 questions was given to employees of Creative Kidstuff. There were four
demographic questions asking employees their position, location, length of employment, and

age. Thirty two questions, designed to measure transformational leadership, asked employees to
rate their manager on a 5 point Likert scale. Based on the factor analysis, five measures

emerged: Manager, Creative Kidstuff (CKS),

"I", Motive, and Team.

One question asked

employees to rank the reasons they worked at Creative Kidstuff.

Summary of Results
When looking at the answers given to the four open-ended questions on the survey, two
questions had a majority of the same answer given. The question relating to Idealized Influence

-

What single word best describes Creative Kidstuffl

same word

- had 54Yo of the respondents using the

- fun. For the question asking respondents what Creative

Kidstuffls mission

statement was, corresponding to the Inspirational Motivation dimension

- 50% of the

respondents correctly replied that the mission statement was to sell toys at a profit. The

Idealized Influence and Inspirational Motivation dimensions were reflected by the CKS, Team,
and Manager dimensions identified in the statistical analysis. These same dimensions were the

three dimensions that showed significant differences in my statistical analysis looking at store

profitability and the five identified dimensions (Manager, CKS, I, Motive, and Team).
Out of the five dimensions identified through my factor analysis three showed significant
differences in statistical analysis looking at store profitability. These dimensions were Manager,
Creative Kidstuff (CKS), and Team.
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The Manager dimension is characterized by a leader seen as a role model to their

followers. This leader sees each follower

as a unique

individual and works to find ways for that

follower to succeed. These leaders look at different ways to solve problems, are seen as fair in
their dealings, and are clear in their vision and their expectations. The response of "Fun" to the
question on the survey asking what one word best describes Creative Kidstuff is a reflection

of

this dimension. On the Manager dimension the West Des Moines store scores were significantly
lower when compared to Galleria and St. Paul (both high profit stores).
The Creative Kidstuff dimension portrays the leader as the cheerleader. This leader sees
the big picture and encourages followers to take pride in their work and translates how that work

is important to the company. The fact that over half the respondents {55%) knew what Creative

Kidstuff

s

mission statement was in an indicator of this dimension. Woodbury scored lower on

the CKS dimension when compared to Galleria, St. Paul, and Minneapolis (a moderate profit
store).

The Team dimension is characterized by the leader who conveys the importance

of

working together. These leaders challenge their team, set high standards, and share their vision.
One third of survey respondents replied that their co-workers were what they liked best about

theirjob- This is areflection of the Team dimension. The Team dimension showed a significant
difference between Galleria (high profit) and Ridge Square (moderate profit).
Based on these findings

I believe that there are dimensions of transformational leadership

that can affect profitability. Identifuing managers who score low on these dimensions and

incorporating training and development focusing on these dimensions could assist in increasing

profitabihty at the individual store levels which would positively impact the company,s
profitability.
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Recommendations

Identifying employees showing transformational leadership sfyles would be a logical first
step for Creative

Kidstuff.

Once those employees have been identified ways should be found

through training and mentoring to strengthen their leadership styles. Modeling transformational
leadership can impact these employees' staff, co-workers, and managers. Transformational
leadership dimensions could percolate throughout the organization positively impacting

profitability and employee relationships to Creative Kidstuff. As the cascade effect of
transformational leadership trickles up and down the organization more staff would exhibit this
leadership style and potentially positively impact the company's profitability.

lncorporating a transformational leadership component in new employee training could
be a second step for Creative

Kidstuff. Doing this woutd alert new employees that Creative

Kidstuff is more than just transactional in nature. The company does need to sell toys at a profit
(transactional) but Creative Kidstuff also values its employees (transformational) and needs
employees to succeed so that the company can succeed. Early identification of transformational
leadership qualities in new employees should be encouraged and ways should be explored to
keep those employees motivated and invested.

Administering this survey a second time could also be considered. Doing this would be a
way to see if the results are reproducible. As the company adapts to an ever-changing
environment results could help Creative Kidstuff s management teams refine and tweak training
and leadership identification processes. Using the same survey and comparing results would

show whether the results of this study are reproducible strengthening their validity. Even though
the store locations have changed since the original survey was conducted, there are still the same
number of store locations so a comparison between current high, moderate, and low profit
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locations could still be done. Creative Kidstuff s internet presence has increased with more
employees so a decision might have to be made about how to report the results from that

location.

Limitations
Probably the biggest limitation of this study is that it onty looks at one company. The

findings are definitely of use and interest to Creative Kidstuff but including more companies

would make a stronger case for transformational leadership positively affecting profitability.
When looking at the survey return rate by location there could be a concern over the low

return rate from St. Paul, a high profit store. Both West Des Moines and Woodbury (Iow profit
stores) had lower retum rates than Galleria (high

profit) and Minneapolis and Ridgedale

(moderate profit). Woodbury's return rate was 44% - eight of eighteen surveys returned

- while

West Des Moines return rate was 50% - six of twelve surveys retu-rned. Minneapolis had the
highest return rate (90%) with eighteen of twenty surveys returned. Ridgedale's return rate

of

83% with nineteen of twenty three surveys returned was closely followed by Galleria's return
rate of 82% - eighteen of twentytwo surveys returned. St. Paul's return rate was 35yo. Only

eight of twenty three surveys distributed were returned. I believe that part of this anomaly could
be a perceived concern from that store's staff that

I was not only the researcher but also the store

manager and could recognize individual responses from returned surveys. The consent form
each employee was asked to sign addressed this concern but could not guarantee anonymity so

the possibility exists that a store employee could have been reluctant to mail in their completed.
survey.

It should also be noted that sales volume and profitability can be affected by other factors
besides leadership style and corporate culture and
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status of the population in the area surrounding a store, and even unforeseen events like road

construction or the mix of stores moving in and out of a store's location can impact a store's
sales. I purposely limited the scope of this study to look at how transformational leadership
could aff,ect profitability frrlly realizing that leadership was only one facet in the greater scope of
sales volume and

profitability.

The amount of time it has taken to complete this study is another limitation. f did report

initial findings at a Creative Kidstuff staff meeting in early 2008 and
made available to the CEO of Creative

a copy of this paper

will

be

Kidstuff. Repeating the study could alleviate this

concern.

Creative Kidstuff Today
In the six years since the Creative Kidstuff Employee Survey was taken the company
continues to navigate a changing and challenging business climate. The two stores designated as

low profit (Woodbury and West Des Moines) have been closed and two new locations (Maple
Grove and Wayzata) have been opened inthe Twin Cities area. The Minnetonka(Ridgedale)
store was closed and relocated to the West End Shoppes in St. Louis Park. Creative

Kidstuff

continues to look for ways to be unique and special while offering exceptional customer service
and product knowledge. Their internet presence (CK Online) is growing and staff has been
added to not only process orders but to look for ways to make the company more visible on-line.

Management, led by CEO Roberta Bonoff, is actively pursuing partnerships with organizations
and companies that

will

enable Creative

Kidstuffto expand and grow. CK Baby, a shop

operating out of the St. Paul Grand Ave. location, offers new parents everything they need for

their new baby from furniture, strollers, clothing, and toys. A partnership with St. David's
Center, a Twin Cities organization that works with special needs children and their families,
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offers training for Creative Kidstuff staff and a site on CK Online that focuses on autism. Party
rooms have been added to three store locations (Grand Ave, West End, and Wayzata) where, in

addition to birthday parties, parenting and children's music classes are offered.
Transformational leadership continues to be important in adapting to the changing

environment. Finding ways to be innovative, quirky, and fun while offering unique and special
products, an extraordinary shopping experience guided by a knowledgeable sales staff all while

focusing on the mission to sell toys at a profit has led the company down interesting and
unexpected paths.

In the past year another mission statement has been incorporated into the Creative

Kidstuff culture. While the company will always have to focus on profitability to survive, this
new statement outlines a larger vision for Creative Kidstuff: At Creative Kidstuff, our mission is

simple: we help families play. Why? Because play is joyful, educational, creative & inspiring.
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Appendix

B: Suruey

Consent Form

The Effects of Transformational Leadership Styles on Profitability in a Retail Setting
Consent Form
You are invited to participate in a research study which focuses on whether a specific leadership
style, transformational leadership, affects the profitability of a retail store. I ask that you read
this form and ask any questions you may have before agreeing to be part of this study.
This study is being conducted by me as part of my thesis for the Master of Arts in Leadership
program at Augsburg College.

Background Information

:

Creative Kidstuff has in the past five years implemented practices and procedures to increase
profitability. Concrete or tangible ways to control costs have included negotiating better prices
from vendors and charging for gift wrap. This study looks at an intangible area where
profitability might be impacted, specifically the relationship between a specific leadership style
and store profitability.

Procedures:

If you agree to participate in this study, I would ask you to filI out a survey of 41 questions. The
survey witl be handed out to you at either the 2nd quarter staff or store meeting in idy 2007 . An
addressed, stamped envelope will be included with each survey for you to return the compteted
survey.

Risks and Bene{its of Being in the Study:

A potential risk of participating in this study is the possible feeling that your privacy has been
invaded. All results will be grouped by store location and other demographic information. No
results will be shared with Creative Kidstuff management that would single out an individual
employee.
There is no direct benefit (e.g. money, credit, etc,) for your participation. Your involvement in
this survey is completely voluntary. You can withdraw at any time.
The indirect benefits gained are specifically the opporhmity to help Creative Kidstuffmaximize
their profitability ffid, more generally, contribute to the knowledge of how leadership can
enhance profitability in companies.
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Confidentiality:
The records of this survey will be kept confidential. Any information that has the potential to
identifr you will not be included i, any report that is published. Research records will be kept in
a locked file at my home; only my advisor, Velma Lashbrook, and I will have access to the data.
If the research is terminated for any reason, all data will be destroyed. While I wilt make every
effort to ensure confidentiality, anonymity cannot be guaranteed because the data will be broken
down by work location.

Raw data will be destroyed by January

I,20ll.

Voluntary Nature of the Study:
Your decision whether or not to participate will not affect your current or future relations with
Augsburg College and/or Creative Kidstuff. If you decideto participate, you are free to
withdraw at any time without affecting those relationships.

Contact and Questions:
The researcher conducting this study is Barbara Koziol. My advisor is Velma Lashbrook. If you
have questions you may contact either of us at 651-405-0150 (Ms, Koziol) or952-937-8100 (Ms.
Lashbrook).

You will be given a copy of this form to keep for your records.
Statement of Consent:

I have read the above information or have had it read to me. I have reseived answers to
questions asked. I consent to participate in the study.

Signattre

Date

Signature of In

Date
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Appendix

C: Creative Kidstuff

Employee Survey

CREATTVE KIDSTUFF
EMPLOYEE SURVEY
Thank you for agreeing to participate in this survey. Your honest responses to these questions
be most appreciated. AII answers will be kept confidential and no where will your name be
attached to your survey. The results will be used for research purposes and by Creative Kidsfuff
to look at any correlation between a specific leadership style and profitability of retail stores.
The survey should take approximately 10-15 minutes to complete. Completed surveys should be
place in the provided stamped, addressed envelope. Thank you again for your participation.

will

1

What is your position at Creative Kidstuff?
Executive/Office Support Staff

_Gift

Wrapper

_Salesperson

_Stocker
_Store Management (including Floor Leaders)
2

V/hat location do you work out

off

_Galleria (Edina)
_Grand Ave (St. Paul)
_lnternet
_Linden Hills (Minneapolis)
_Ridge Square (Minnetonka)
-office Des Moines
_West
--Woodbury
3.

How long in years have you worked at Creative Kidstuff?

4.

What is your age?
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5.

What do you like best about your job?

6. My managff coaches me if I need it.
Strongly Agree
Neutral

Disagree

Agree

ABCD

Strongly
Disagree
E

7. The recognition I receive from my manager is important to me.
Snongly Agree
Neutral Disagree Snongly
Agree
Disagree
ABCDE
8. My manager finds out what I need and helps me to get it.
Strongly Agree
Neutral Disagree Snongly
Agree
Disagree

BC

A
9

D

E

I am well trained to do my job.

Strongly

Agree

It[eutral

Disagree

Agree

Strongly
Disagree

AB
C
D
E
10. My manager expresses appreciation when I do a good job.
Snongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
11. My manager gives me the support I need to do my job well.
Strongly Agree
Neutral Disagree Strangly
Agree
Disagree
ABCDE
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12. My manager treats each staff person as an individual.
Strongly Agree
ltleutral Disagree Strongly
Agree
Disagree
ABCDE
13. My manager makes me feel we can reach our goals without her if we have to.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
14. My manager is open to new ideas.
Snongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
15. I have the freedom to make important decisions about my work.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
16. I am encouraged to try new things.
Strongly Agree
l{eutral Dtsagree Strongly
Agree
Disagree
ABCDE
17. I am asked for my ideas and opinions.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
18. My manager gives me honest feedback about how I am doing.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
19. I am given opportunities to grow in my job.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
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20. I have a voice in how things are done in my store/office.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
21. My manager seeks differing perspectives when solving problems.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
22. My store's/office's over-all operating procedures make sense to me.
Snongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
23. I look forward to coming to work.
Strongly Agree
lt.ieutral Disagree Snongly
Agree
Disagree
ABCDE
24. I believe my work at Creative Kidstuff is meaningful.
Strongly Agree
|Veutral Disagree Strongly
Agree
Disagree
ABCDE
25. My coworkers care about doing a good job.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
26. My manager sets high standards for my work.
Snongly Agree
Neutral Disagree
Strongly
Agree

Disagree

ABCD
27. My manager cofitmunicates expectations clearly.
Strongly Agree
Neutral Disagree
Agree

ABCD

E

Strongly
Disagree
E
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28. My manager instills pride in being associated with Creative Kidstuff.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
29. My coworkers and I work as a team.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
30. My manager deals with all employees fairly.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
31. My manager is a model for me to follow.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
32. My managff emphasizes the importance of providing quality customer service.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
33. My manager makes everyone around her enthusiastic about assignments.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
34- My managff sets a good example for what Creative Kidstuff expects from its employees.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
35. My manager increases my optimism for the future of Creative Kidstuff.
Strongly Agree
Neutral Dtsagree Snongly
Agree
Disagree
ABCDE
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36. My manager cofirmands respect from her staff.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
37 .
My manager encourages understanding of points of views of other staff members.
Strongly Agree
Neutral Disagree Strongly
Agree
Disagree
ABCDE
38. Rank the following items in order of importance relative to why you work for Creative
Kidstuff, with I being most important , 2 being next important, 3 being next important,
and so on.
Employee

Discount
Store Management
Sense of Accomplishment
Additional Income

Flexible Schedule
Customer Interaction

Belief in Company's Mission

Adult Conversation

Other

39.

What single word best describes Creative Kidstuff.

40.

What is Creative Kidstuff s mission statement?

41.

What could be improved to make Creative Kidstuff a better place to work?

If you have any additional information or comments that you feel will
survey, please write them in the space below.
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